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ticipating employee of any such Participating Com
pany will be given at least thirty days' notice. The
notice will advise the employee as to limitations of
withdrawal and distribution rights and that the
employee may elect to leave all units credited to the
employees account in the Trust until termination of
employment or choose between several methods of
distribution.

Pension Plan
If the Pension Plan should be terminated or changed
or a Participating Company ends its participation,
you will be entitled to any benefit you have accrued
to the extent then funded, in the order of priority
specified below

The allocation and disposition of Plan assets will
be in the order and to the extent reqUired by Section
4044 of the Employee Retirement Income Security
Act of 1974 (ERISA) and thereafteJ; to the extent per
mitted by the balance of the fund, in accordance
with the individual's status as of the Plans termination
date, to make provision for payment of the following:

First Pension paymentsfor:
a. Service and Deferred Vested Pensions

and designated annuitants on the pen
sionroll,

h designated annuitants of pensioners on
the pension roll,

Co Service and Deferred Vested Pensions
for employees who are entitled to
receive a pension upon terminating
service, including their designated
annuitants, and

d. surviving spouses of eligible employees
who died while in active service.

second Death benefitsfor:
a. deaths occurring prior to date of termi

nation of Plan,
h retired employees on pension roll, and
Co employees eligible for retirement

-rhird Deferred Vested Pensions starting at age 65
to former employees who left the service
of a Participating Company after May 31,
1%9, and before September 30, 1971, who
were eligible for retirement with Commit
tee approval but not at their own request.

...

-Fourth Deferred Vested Pensions starting at age 65
to former employees who left the service
of a Participating Company after May 31,
1969, had reached the age of forty years,
and had a term of employment of fifteen or
more years, but who were not eligible for
retirement on Service Pension with Com
mittee approval.

-Fifth Deferred Vested Pensions starting at age 65
to former employees who left the service
of a Participating Company:

a. afterJanuary 1, 1976, and prior to Janu
ary 1, 1987, when their years of service
after age twenty-two were ten or
more, but who were not eligible for a
Service Pension, or

hon and after January 1,1987, when their
years of service were ten or more, but
who were not eligible for a Service
Pension, or

Co on and after January 1, 1989, when
their years of service were five or
more, but who were not eligible for a
Service Pension.

-Sixth Deferred Vested Pensions starting at age 65
to all employees not referred to in First
through Fifth above, who are participants
in the Pension Plan and whose years of
service were five or more.

"'IftIN ,."",;,., btIItureBis;~ ID J1rOI1iM tlNfu/llllllOlllfloftIN
cotrI/JfIIM/JBII$iOtI to BffI/JkJ)ws ;nlhis group, 1M tmIOfIJIIoftINptIyrMrtIlD
6IICII pmotI ;n tIN grotI/1 sW be rwJ",.pro ITII4

Any remaining balance in the Master Pension Trust
after making adequate provision for the full amount
of payments specified above, will be applied solely
for pension purposes in an equitable manner consis
tent with the purposes of the Pension Plan.

The Company reserves the right to make provision
out of the Master Pension Trust for any pensions
listed above through the purchase of annuities from
an insurance company or in such other manner as
determined by the Company.

Other Important Informadon (Rae 7-91)
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OTHER
IMPORTANT

INFORMATION

11;binder describes the highlights ofyour
health, disabili~ life insurance, pension, sav
ings and dependent care reimbursement plan

benefits. It does not attempt to cover all the details.
Specific details are contained in the official Plan De
scriptions which regulate the operation of each plan.
The Plan Description as listed in the chan entitled
"Required Legal Information" legally governs the
operation of each plan.

Each Plan Description, as well as the latest Annual
Report of each planS operations, Trust Agreements
and such other instruments under which the plan
was established or is operated, are available for
examination by plan participants or beneficiaries.
Your rights as a participant in these plans and access
to documents relaIing to the plans are explained later
in this section.

Coatinuance ofPlans
Southwestern Bell Corporation intends to continue
the plans described in this binder indefinitely but
reserves the right to end or amend any or all of them
at any time and for any reason. Each Participating
Company also reserves the right to end its participa
tion in these plans and to discontinue providing any
and all such benefits at any time and for any reason.

If any of the plans should be terminated or
changed or a Participating Company ends its partici
pation or ceases to provide such benefits, you and
other active or retired employees may not be eligible
for or receive benefits as described in other sections
of this bindeI; and it is possible that you will lose all
benefit coverage. However; no plan termination or
change will affect your right to any benefit to which
you have already become entitled

Not affecting your right to any benefit to which you
have become entitled means, with respect to the
CustomCare Medical Plan (including the HMO
option), Dental Plan, Vision Plan and Dependent
Care Reimbursement Plan, for example, that in the
event of plan termination, you would be entitled to
be reimbursed for any covered expense which has
already been incurred under any such program. With
respect to the group life insurance coverages and

L

disability benefits, this means that you will be en
titled to the benefits as in effect at the time of the
occurrence of the event which gives rise to payment
of such benefits. This does not mean that you or any
other active or retired employee will acquire a life
time right to any such welfare plan benefit or to eligi
bility for coverage under any such welfare plan or to

the continuation of any such welfare plan, merely by
reason of the fact that such benefit or plan was in
existence during your employment or at the time of
your retirement

Certain of these plans contain additional specific
provisions relating to plan termination. Following
are the provisions for those plans.

Group Life Insurance
Basic Ufe Insurance, Accidental Death or Dismem
berment Insurance, and Additional Accidema1 Death
Insurance benefits under the Group Ufe Insurance
Program may be terminated by the insurance com
pany on December 31 of any year, if at that time less
than 75% of eligible active and retired employees are
enrolled.

Supplementary life Insurance benefits under the
Supplementary Group Life Insurance Program may
be terminated by the insurance company on any
anniversary of the effective date of the Supplemen
tary Group Life Insurance Program, if in the sole
judgement of the insurance company providing the
supplementary insurance a sufficient number of
eligible active and retired employees are not then
enrolled

Dependent Ufe Insurance benefits under the
Dependent Group life Insurance Program may be
terminated by the insurance company on the day be
fore any premium due date under the group poli~ if
at that time less than 20% of eligible employees are
enrolled

A Retirement Funding Account is maintained to
accumulate a fund to be used to pay all or a portion
of the costs for continuing life insurance protection
for retired employees and such reserve has been
accumulated as a result of employer contributions in
advance of employee retirements. If the group policy

Other Important Information (ReIl7-91)
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should be discontinued, the fund shall be utilized to
continue Basic life Insurance, to the extent
described below, tor the following classes of employ
ees who were insured on the date of discontinuance:

(a) Employees who are retired on a Service Pen
sion under the Southwestern Bell Corporation
pension plans and employees who have been
granted a Disability Pension under the South
western Bell Corporation pension plans;

(b) Employees who are eligible to retire under the
Southwestern Bell Corporation pension plans;
and

(e) Employees who are not eligible to retire under
the Southwestern Bell Corporation pension
plans.

The insurance company shall determine on the
date of such discontinuance, the estimated present
value of all mortality, expense and risk charges for
employees in class (a), and by completed years of
Net Credited Service and by attained age for employ
ees in classes (b) and (c). If the amount in the
Retirement Funding Account on the date of such
discontinuance is less than the estimated present
value of all mortality, expense and risk charges for
employees in class (a), then Basic Life Insurance
shall be continued for employees in class (a) for as
long as sufficient amounts are available in the
Retirement Funding Account. If the amount in the
Retirement Funding Account on the date of such
discontinuance exceeds the estimated present value
of all mortality, expense and risk charges for employ
ees in class (a), then Basic life Insurance shall be
continued, for as long as sufficient amounts are avail
able in the Retirement Funding Account, for all
employees in class (a) and for any or all employees
in class (b), for whom the estimated present value of
all mortality, expense and risk charges equals the
Retirement Funding Account less the estimated pres
ent value of all mortality, expense and risk charges
on employees in class (a), such class (b) employees
to be determined by completed years of Net Credited
Service and by attained age, with priority given to
greater length of service and then to older attained
ages within the same length of service. If the amount
in the Retirement Funding Account on the date of
such discontinuance exceeds the estimated present
value of all mortality, expense and risk charges for
employees in both classes (a) and (b), then Basic Ufe
Insurance shall be continued, for as long as sufficient
amounts are available in the Retirement Funding
Account, for all employees in classes (a) and (b) and
for any or all employees in class (c), for whom the

estimated present value of all monality, expense and
risk charges equals the Retirement Funding Account
less the estimated present value of all mortality,
expense and risk charges on employees in classes
(a) and (b), such class (c) employees to be deter
mined by completed years of Net Credited Service
and by attained age, with priority given to greater
length of service and then to older attained ages
within the same length of service.

Savings Plan for Salaried Employees
Southwestern Bell Corporation, by action of the
Board of Directors, may at any time terminate the
making of allotments from pay of all employees
participating in the Plan and of contributions by
all Participating Companies. Southwestern Bell
Corporation, at the request of any Participating Com
pany, shall terminate the making of allotments from
pay of employees and of contributions by such Par
ticipating Company. If at any time the current profits
and accumulated earned surplus of Southwestern
Bell Corporation and of the Participating Companies
which are joined (or could be joined) with it in a
consolidated Federal income tax return shall be less
than twice the combined contributions of all such
companies under the Plan and any other qualified
defined contribution plan of a PartiCipating Com
pany or a subsidiary of Southwestern Bell Corpora
tion since the preceding January 1, the making of
allotments from pay of all employees participating in
the Plan and of contributions by all Participating
Companies shall be terminated. If a Participating
Company ceases to be a subsidiary of Southwestern
Bell Corporation or at any time the current profits
and accumulated earned surplus of a Participating
Company which could not be joined with South
western Bell Corporation in a consolidated Federal
income tax return shall be less than twice the com
bined contributions of such Participating Company
under the Plan and any other qualified defined con
tribution plan of a Participating Company or a subsi
diary of Southwestern Bell Corporation since the
preceding January 1, the making of allotments from
the pay of participating employees of such Partici
pating Company and of contributions by such
Participating Company shall be terminated. No
termination shall have the effect of diverting the
amounts held by the Trustee to purposes other than
as provided in the Plan.

Prior to a termination of the making of allotments
from pay and of contributions by all Participating
Companies or by a Participating Company, each par
ticipating employee of any such Participating Com
pany shall be given at least thirty days' notice. Such

2 Other Imponant Information (Rev. 7-91)
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notice shall advise the employee as to limitations of
withdrawal and distribution rights and that the
employee may elect to leave all units credited to the
employee's account in the Trust until termination of
employment or choose between several methods of
distribution.

Management Pension Plan
If the Management Pension Plan should be termi
nated or changed or a Participating Company ends
its participation, you will be entitled to any benefit
you have accrued to the extent then funded, in the
order of priority as specified below:

The allocation and disposition of Plan assets will
be in the order and to the extent required by Section
4044 of the Employee Retirement Income Security
Act of 1974 (ERISA) and thereafter, to the extent per
mitted by the balance of the fund, in accordance
with the individual's status as of the Plan's termination
date, to make provision for payment of the following:

First Pension paymentsfor:
a. Service and Deferred Vested Pensions

and designated annuitants on the pen
sion roll,

b. designated annuitants of pensioners on
the pension roll,

e. Service and Deferred Vested Pensions
for employees who are entitled to
receive a pension upon terminating
service, including their designated
annuitants, and

d. surviving spouses of eligible employees
who died while in active service.

Second Death benefitsfor:
a. deaths occurring prior to date of termi

nation of Plan,
b. retired employees on pension roll, and
e. employees eligible for retirement.

-nllrcl Deferred Vested Pensions starting at age 65
to former employees who left the service
of a Participating Company after May 31,
1969, and before September 30, 1971, who
were eligible for retirement with Commit
tee approval but not at their own request.

-Fourth Deferred Vested Pensions starting at age 65
to former employees who left the service
of a Participating Company after May 31,
1969, had reached the age of forty years,
and had a term of employment of fifteen or
more years, but who were not eligible for
retirement on Service Pension with Com
mittee approval.

3

-Fifth Deferred Vested Pensions starting at age 65
to former employees who left the service
of a Participating Company:
a. after January 1, 1976, and prior to Janu

ary 1, 1985, when their calendar years of
service after age twenty-two were ten or
more, but who were not eligible for a
Service Pension, or

b. on and after January 1,1985, and prior to
January 1, 1987, when their calendar
years of service after age eighteen were
ten or more, but who were not eligible
for a Service Pension, or

e. on and after January 1, 1987, when their
calendar years of service were ten or
more, but who were not eligible for a
Service Pension, or

d. on and after January 1, 1989, when their
years of service were five or more, but
who were not eligible for a Service
Pension.

*Sixth Deferred Vested Pensions starting at age 65
to all employees not referred to in First
through Fifth above, who are participants
in the Management Pension Plan and
whose years of service were five or more

*IftM """""6 b4Jllra is 1""'.fJicWm 10 /JrOflid8 tMjidI.".",. oftM
~j¥IUkm 10 employfJfIs In this group, tM IImount oftMJIfI1I'WnIIo
edpmrm in tM group shllJJ be reduced pro rtIIiI.

Any remaining balance in the Master Pension Trust
after making adequate provision for the full amount
of payments specified above, shall be applied solely
for pension purposes in an equitable manner consis
tent with the purposes of the Management Pension
Plan.

The Company reserves the right to make provision
out of the Master Pension Trust for any pensions
listed above through the purchase of annuities from
an insurance company or in such other manner as
determined by the Company.

Other Important Information (Rev. 7-91)
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Page 1
(Rev. 10-90)

CONTINUANCE OF PLANS

Southwestern Bell Corporation intends to continue the plans described in this binder indefinitely but
reserves the right to end or amend any or all of them at any time and for any reason. Each
participating subsidiary also reserves the right to end its participation in these plans and to
discontinue providing any and all such benefits at any time and for any reason.

If any of the plans shouid be terminated or changed or a participating subsidiary ends its
participation or ceases to provide such benefits, you may not be eligible for or receive benefits as
described in other sections of this binder, and it is possible that you will lose all benefit coverage.
However, no pian termination or change will affect your right to any benefit to which you have already
become entitled. Not affecting your right to any benefit to which you have already become entitled
means, with respect to the CustomCare Medical Plan (including the HMO option), Dental Plan, and
Vision Plan, for example, that in the event of plan termination, you would be entitled to be reimbursed
for any covered expense which has already been incurred under any such program. With respect to
the group life insurance coverages and disability benefits, this means that you will be entitled to the
benefits as in effect at the time of the occurrence of the event which gives rise to payment of such
benefits. This does not mean that a retlree wlll acquire a lifetime right to any such welfare plan benefit
or to eligibility for coverage under such welfare plan or to the continuation of any such welfare plan
merely by reason of the fact that such benefit or plan is In existence at the time of the employee's
retirement.
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Communications
Work.... of Am.rica
AFL-CIO

VICTOR C. CRAWLEY. VICE PRESIDENT
2334 OLIVE STREET
ST. LOUIS. MO 63 103
314/421-221 1 • 31 4/231 -4990
FAX: 314/241-021 3

0lSTRICT6
ARKANSAS. KANSAS.

MISSOURI. OKLAHOMA.
TEXAS

'__11_1'._ _ _ •••_ - _ - ••••••••••••••••_ _ ••••••••••••••••••••••••••••••••••••••••••••••••••_

June 18, 1993

The Honorable James Quello
Chairman
Federal Communications Commission
1919 M Street, N.W., Room 814
Washington, D.C. 20554

Dear Chairman auello:

As the head of the Communications Workers of America (CWA) in the
five states served by Southwestern Bell Telephone Company (SWBT),
I would like to reemphasize the CWA' s support of Southwestern
Bell's July 1 access tariff which seeks to recover the costs
associated with Other Post-EmploYment Benefits (OPEB) as an
exogenous item under the Price Cap Plan.

On June 3, I, along with Gary Lucas, the Company's bargaining
chairman, met with your staff regarding the "control issue" related
to OPEB. I stated my position that the Company has no unilateral
control over these costs. I also pointed out that the CWA has
bargained hard during numerous rounds of collective bargaining to
ensure that all SWBT employees and retirees have available the
current CustomCare Medical Plan. As I indicated on June 3, this
Medical Plan is of such importance that the CWA has from time to
time agreed to a lesser level of wages and pensions so as to retain
that Plan as presently structured.

This issue has been studied and re-studied for quite a while. It
is my strong belief that the time to resolve this matter is now.
This is a significant issue for the Union, its active members,
retirees and their families. We fully support the recovery for
SWBT.

VCC/kao

~10'
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OPED Cost Tracking Report
(Dollar Amounts in Millions)

1. TBO at time of Implementation1

2. Current Year Valuation of TB02

3. Difference3
[ (2) - (I) ]

4. Percent Change in TBO [(3) I (I) ]

$2,756.9

If the Current Year TBO, Line 2 is less than Line I and the percentage reduction
in the TBO, Line 4 is greater than 10%, then complete the following.

5. Remaining Number of Years of Amortization of TBO

6. Annual Effect of Difference [(3) I (5) ]

7. Amortization of TBO (at time of Prior Exogenous Amount)

8. Revised Amortization of TBO [(7) + (6) ]

9. Current Exogenous Amount4

10. Adjusted Exogenous Amount'

II. Difference [(10) - (9) ]

1 Transition Benefit Obligation (TBO) at the time of the exogenous amount reflected in
price cap indexes.

2 Determined by calculating the revised TBO using the same actuarial study used to
develop the prior exogenous amount (Line I) estimate updated for any changes in plan
provisions and actuarial assumptions. Notification of material changes are required to be
disclosed annually in the SFAS 106 components of Accumulated Change in Prior Service
Cost and Actuarial Gains and Losses. The Securities and Exchange Commission (SEC) and
the Financial Accounting Standards Board (FASB) require these changes (a description of any
such change and the dollar value of the change) be reported in the SEC 10-Q and 10-K
Reports. Attach a copy of the current year 10-K

3 Attach description of the nature of the change and a quantification.

4 Exogenous amount reflected in current price cap indexes.

S Revised exogenous amount calculated using the adjusted TBO amount shown in Line 8
above. Attach worksheets containing calculation of revised exogenous amount. This estimate
would utilize the same separations ratios and other ratios utilized at the time that Lines 1 and
9 above were determined.



f---

USTA Ex Parte That Demonstrates That
Pay-As-You-Go Amounts and Any Accrual
Accounting for OPED Amounts Have Been

Excluded From Exogenous Amounts
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~_~pocket No. 92-101 - - Exogenous Treatment of Incremental SFAS 106 Costs
Do.... Amount. In Million•• 1883 C_nd., Ve., (uRle•• no.ed O....M ..' To.... m!V no' IIdd epeb ..... 1It rouncinA.

Bell Atl NYNEX NYNEX
Amerftech r•• d.... BellSou OTE Lowea'.f8) High E...(!) PacHlo Roeh. m I!tEI SW8T United US ....

-----------------------------
A. Service Coat 70.8 55.! 31 e7.9 34.7 91.' 44.9 3.4 4.4 43.5 12.7 ".4

B. Inl....1 Coat 238.5 247.7 198 210.1 212.' 320.8 233.8 11.2 27.1 231.7 40.3 231.8

C. Return on Plan Ane" 81.2 49.8 82 10.1 35.3 ,35.3 38.8 0.3 4.5 1•.7 0.0 11.1

D. Amortization of 180 138.0 1!lO.0 83 127.0 150.0 113.' 154.1 I.' 14.3 171.0 25.1 127.4
--------------------------------- ------- ------ ------- ------- ------- -----------------------------------_.

E. SFAS 108 Accrual (A+8-C+D) 384.1 «»3.4 210 395.0 382.3 571.1 3M.0 21.3 41.3 421.5 71.' 403.1

F. C••h C1"m. P.,....nte to, ...tI.... 181.2 ee.' 25 81.1 184.1 114.1 53.0 3.5 28.0 143.' 11.' 121.1
(P.y- Aa- Vou 00)

O. VEDA Funelng (Me no'" 1 - 4) 19.1 128.5 188 123.8 0.0 0.0 137.1 0.0 0.0 0.0 0.0 ....
U. Oth.r 0.0 108.7 0 10.' 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

---------------------------------------- ------ ------- ------- ------- -------------------------------------
I. Tol.l Currenl Co.. (F+O+H) 247.3 302.0 191 99.5 184.1 184.1 190.7 3.5 28.0 143.8 15.' 183.0

0.0

---~-~_..------------------_. ---- ---- ---- ---- ---- ---- ---- ---- ---- ---- ---- ----J. SFAS toe .... Cur..n' ADelg. (E-I) 138.8 101.4 19 29l5.15 178.2 387.0 203.4 17.8 15.3 282.' 82.7 220.'
(M. nola 8)

K. Inleralal. Price Cap n.-nu. 18.9 18.2 0.9 85.0 28.' •.4 ~.1 2.8 2.3 ~.1 10.' 44.'
Requlr.m.nl (ret.ted to J)

L Interalale EJcogenou. Coat 1e.• 19.2 0.8 55.3 24.15 58.9 28.4 2.7 2.0 37.4 •.3 38.1

M. R.do of l to K (Me no" 5) M" 100% 85% M% 85" M" 14" tl5% 85% ~ ~ ~

No...:
1. For Pacllk: Be,and~.Bel, approJdmIltitly se1 M Ie .xpected to be fMIId out of bargained-tor VE8Ae (hom row O. VEDA funclnClt 10 .... of•• to, ,...,...In 1993.
2. For eenSouth. approJdmIltitly "25 M" .wpec"d to be fMIId out of VEBA. to ..... claim. tor ...,...In 1993 (alm'" to no" 1).
3. For Bel Adanlle, • la.3M wa paid oUi of IN.. to ... oWm. tor ,..,...In 1991 (alm'., to nota 1).
4. For OTE, the "23.8 ofVEBAfunclngtor 1993 doe. not ..pwMnt anexpen.. on "Income~ and Ie nol added 10 row I, TotIIICUrNnleo.t.
5. eel AIIantkl cW.aleto, 1991. BeIA.ante ..~d"oogenou. arnourctorONP-Pl affaIctI baalnn'ngln 7-1-12. (See Bel ......•• Dhotea..and .......g.)
6. The range of .etm.... tor Ile NVNEX Talaphona Cornpanle. SFAS 108 _NaIa and Inc lnteralate _,.,. ...._nt provided herein cIffe,.. from Ile ,.,. ..ported

lh. NYNEX Dhctca.. SInc. NYNEX Ie currenty antlydng peete of SFAS 108. Ile could change .. Ile dme of Ildoplon and ... torhlomlng ........
The ebow NYNEX .etm....... conalatant with NYNEX SEC daclo.u,. ,.garclng SFAS 108. The rwI..d range of ....... lnclude. an updMe to, Ie"" 1111
meclc:al claim••xperlence and oerWn changed actuarial aaeumpdon•.

7. For Roch r. amount. Include Aoche"'rTalaphone andVlala r.lephona.
8. For US W Ill. doe. not Include SO.8 M of Oeprecl«llon &pen.. In Ile SFAS 108 _N" IfnOUrt.

OOI091V2
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101 South Hanley
St. Louis, MO 63105-3411
314854-4900
Fax: 314854-4953

Towers Perrin

July 19, 1993

Mr. Jeff Olson
Area Manager - Federal Docket Matters
Southwestern Bell Telephone Company
One Bell Center, Room 38-K-7
St. Louis, Missouri 63101

Dear Mr. Olson:

Re: SOUTHWESTERN BELL TELEPHONE COMPANY OPEB BENEFITS

In response to your request, enclosed is the following information relative to our
1993 actuarial valuation of OPEB benefits for Southwestern Bell Telephone
Company:

Exhibit A

Exhibit B

Exhibit C

Active plan participant summary as of January 1, 1993, showing:
age/service distribution
average attained age
average accrued service
average projected age at retirement based on the actuarial
assumptions employed for valuation purposes
average projected service at retirement based on the actuarial
assumptions employed for valuation purposes

Retired plan participant summary as of January 1, 1993, showing:
distribution of retirees by attained age
average attained age of retirees under age 65
average attained age of retirees age 65 and over
average age of all retirees

Retirement rate assumptions
actual probability tables used in January 1, 1993 actuarial
valuation
excerpt from Mercer study which established rates
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Mr. Jeff Olson
July 19, 1993
Page 2.

Exhibit 0 Average age at retirement for current retirees by year of retirement

If you have questions or require additional information, please let me know.

Sincerely,

J. Ronald Parker, AS.A, M.A.AA
Principal

JRP:pjs
11482:C:P1.433.93

Enclosures

cc: Mr. Gary M. Gross - Towers Perrin/San Antonio
Mr. Joseph M. Vogi - Towers Perrin/St. Louis
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SOU11lWESTERN BELL TELPHONE COMPANY
POSTRETIREMENT HEALm BENEFITS VALUATION

Retired Total Participant Summary

January 1. 1993

M& Total

<45 207

45-49 1,291

50-54 2,313

55-59 3,343

60-64 6,035

Total<65 13,189

65-69 7,303

70-74 4,506

75-79 2,201

80-84 1,902

85-89 1,478

90+ 568

Total>65 17,958

Total All 31,147

Exhibit B

Average age under 65:

Average age over 65:

Average age total:

TowersPerrin

58.0 years

73.8 years

67.1 years
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SOU11IWESTERN BELL TELEPHONE COMPANY
POSTRETIREMENT IlEALm BENEFITS VALUATION

ABDul Rate. of RetiremeDt - MaaacemeDt Employees

Male with following Female with following
years of service: years of service;

Ag§ ZQ::2i ~ ~ ~

45 NlA .050 NlA .100
46 NlA .050 NlA .100
47 NlA .050 NlA .100
48 NlA .050 NlA .100
49 NlA .050 NlA .100

50 .020 .050 .050 .100
51 .030 .050 .070 .125
52 .040 .050 .100 .150
53 .050 .050 .130 .175
54 .060 .080 .160 .200

55 .100 .120 .190 .225
56 .120 . .160 .220 .250
57 .140 .200 .250 .275
58 .160 .240 .280 .300
59 .180 .280 .310 .325

60 .200 .320 .340 .350
61 .250 .360 .370 .375
62 .400 .400 .400 .400
63 .400 .400 .400 .400
64 .400 .400 .400 .400

65 .400 .400 .400 .400
66 .400 .400 .400 .400
67 .400 .400 .400 .400
68 .400 .400 .400 .400
69 .400 .400 .400 .400

70 1.000 1.000 1.000 1.000

Exhibit Cl
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SOU11lWESTERN BELL TELEPHONE COMPANY
POSTRETIREMENTIlEALTII BENEFITS VALUATION
Annual Rates of Retirement - NonDl8nagement Employees

Male with following Female with following
years of service; years of service;

As! 2.Q:2i m 2Q:Zi ~

45 NlA .050 NlA .100
46 NlA .050 NlA .100
47 NlA .050 NlA .100
48 NlA .050 NlA .100
49 NlA .050 NlA .100

50 .020 .050 .060 .100
51 .030 .050 .070 .100
52 .040 .050 .080 .100
53 .060 .070 .090 .100
54 -.070 .090 .100 .120

55 .080 .110 .160 .140
56 .090 .130 .160 .160
57 .120 .150 .160 .180
58 .130 .170 .160 .180
59 .150 .190 .180 .220

60 .160 .210 .200 .240
61 .190 .280 .220 .260
62 .350 .350 .350 .350
63 .350 .350 .350 .350
64 .350 .350 .350 .350

65 .350 .350 .350 .350
66 .350 .350 .350 .350
67 .350 .350 .350 .350
68 .350 .350 .350 .350
69 .350 .350 .350 .350

70 1.000 1.000 1.000 1.000
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SECfION 111-1

Retirement Rates

Basis or Analysis

The retirement rates specify the assumed probability that a given employee will retire within
the following year. For most plans, these probabilities are higher for older employees and
generally higher for females than males. Accordingly, retirement rates usually vary by age and
sometimes by sex. In addition, probabilities of retirement usually are higher where employees
have sufficient service to qualify for early retirement subsidies.

Currently, the Southwestern Bell plans use four different sets of retirement rates, with
separate tables for each pension plan and for each sex. The current tables are shown in
Section V. The current tables do not vary by service.

Because of the additional retirement subsidies for employees with 30 years of service, higher
rates of retirement are plausible for employees with 30 years. Accordingly, we separately
reviewed experience for employees with 20-29 years of service and with 30 or more years of
service.

•Study Period

We reviewed retirement rate experience for the six-year period January 1, 1985 to
December 31, 1990. For several r~asons, we concluded that this period was more appropriate
than the five-year period used for salary increase analysis. First, we noted that Southwestern
Bell instituted force reduction plans for Management employees at both the beginning and
the end of the shorter five year period. We chose a longer study period to smooth out the
resulting distortions. Second, we observed that roughly 40% of all 1986-90 retirements
occurred in 1987, with much lower rates of retirement in 1988-89. We chose a longer study
period to give less weight to the experience in 1987.

Historical Experience

The four pages of graphs below summarize the 1985-90 experience for Management and then
Nonmanagement employees separately for Male and Female. On each page, the experience
for one plan and sex is analyzed in separate graphs for employees with 20-29 years of service
in the top graph versus 30 or more years in the bottom graph. Each graph plots current
experience against the current assumptions and against proposed new tables.

The current rates are consistent with experience rates for males with 20-29 years of service,
but experience rates are higher than current rates for females and much higher for employees
with 30 years.
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ElluDit C3 (cont.)

New Assumption

We recommend new retirement rate tables as summarized on the graphs and documented in
Section IV. In these new tables, we made the following changes to the old rates:

• AU employees age 62-69

• Males with 20-29 years service

• Males with 30+ years service and
all Females

For these ages where experience is sparse,
dramatically simplify the tables, using a nat
40% rate for Management and 35% for
Nonmanagement

Make only slight simplifications and
rounding changes to the current tables

Raise the rates, but not all the way to the
experience rates, since the experience has
possibly been distorted by recent force
reduction programs

As an additional way to compare these various rates of retirements, the table below uses the
annual rates to compute the probability that an employee age SO will retire at or before age
55, ignoring death and disability.

Current Proposed
Plan Sex Years of Service Assumptions Assumption Experience,

Management Male 20-29 20% 19% 27%

30+ 20 2S 47

Female 20-29 32 42 66

30+ 32 56 69

Nonmanagement Male 20-29 20 20 26

30+ 20 27 41

Female 20-29 29 34 43

30+ 29 42 61

11
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SOU1HWESTHRN BELL TELPHONE COMPANY
Average Age at Retirement By Retirement Year

Year of Average

Retirement ~

Before 1980 57.9

1980 57.4

1981 57.2

1982 57.6

1983 57.6

1984 57.7

1985 57.8

1986 57.8

1987 57.0

1988 57.4

1989 57.3

1990 56.9 •

1991 55.7 •

1992 52.9 •

All 56.8

• Retirement age reflects early retirement programs.
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